CEE State Trading: Questions Lurk Behind Notifications

Four of the CEEs—Poland, Slovenia, Slovakia, and the Czech Republic—have notified
the WTO of the existence of state trading enterprises (STEs). However, questions per-
sist despite these notifications. There are state-owned enterprises in other CEESs that
meet the WTO definition of an STE but that have not been notified. For STEs that have
been notified, a lack of good data makes it difficult to evaluate the full impact of state

trading. [Nancy Cochrane]

Since the corlasion of the Ungugy Round there has been
a gowing intelest in the issue of s@trading Regarded as
one piece of uiished lusinessstae trading is &pected to
be an issuedi the nat round Ther ae seeral reasonsdr
the inteest in this issueHrst, the deinition set brth in the
Uruguay Round is egue—thee is considable ongring
debate, for example as to vhether cemin counties ft the
definition of a stée trader Secondthere is some concer
that stae trading mg be used to caumwent the sict limits
on impot tariffs and &port subsidies laid out in th&TO
AgreementThird, since the signing of th&/TO Agreement,
several counties hae set up n@ stde trading enteprises
(STEs) to implement the iéfrrate quotas. ially, Russia
and China a nav neggotiating the tems of their accession,
and both countes male extensive use of STEs teegulae
their foreign tade

Most of the US. interest in stée trading bcuses on the lgr
er players in intenaional makets,sud as the Canadian and
AustralianWhed Boads and theapan FoodAgengy. But
the Cental and Easter Euopean (CEE) couriis ae also
of interest. Since the lginning of the tansition,mary of
them ha&e esthlished egulaory agencies thacary out
intervention puchasing and administexgort subsidies. In
most cases thesgencies hae been notiéd as stte trading
enteprises to thaVTO. In other CEESs the d&xovned br-
eign tmade oganizaions (FTOs),which had a monopwyl
before the tansition,have retained mich of their infuence
over impots and gports. While no one of the CEEs has a
gred influence on wrld makets,taken tayether they repre-
sent a lage potential mdeet for some commodities and sig
nificant potential competition in otteAnd because of still
undedeveloped makets and inbrmetion systemsthe STEs
in the CEEs hee considesble influence on domestic and
foreign makets thais still difficult to measue.

What Is State Trading?

STEs frst were recaynized as lgal entities under the 1947
Genenl Agreement oariffs andTrade (GAT). The 1947
GATT required tha STEs adhex to the gneal principles of
non-disciminatory treament andrecaynizing tha the oper
ations of STEs might impedeatle allowed for negotiation
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between GAT membes to educe sug impedimentsTo
clarify the types of entgrises th&can be defied as STEs,
an oficial defnition of stde trading entegrises vas adopted
in the Uugug Round:

Governmental and normyernmental entegrises,
including maketing boads, which have been ganted
exdusive or special ights or pivileges,including
stautory or constitutional paers, in the eercise of
which they influence though their puchases or sales
the level or direction of impats or eports.

Why Are STEs of Interest?

The eclusive or special prileges conéred on an STEige
it the paver to gedly influence the quantity andipe of
exports and impds. Its actvities can esult in signifcant
import barriers or de &cto eport subsidies.The actions of
an STE cannot eete non-taiff barriers to impots, and thg
cannot esult in eport subsidies thaexceed thaNTO limit.
A lack of transpagencg/ in mary STEs'pricing practices often
malkes it dificult to detemine if they are within GAI'T limits

Several types of STEs v been identiéd. The most com
mon in @riculture ae stautory maketing boads, which ae
govemment-sanctioned monopolies witkckisive contol
over functions sut as puchasing domestic pduction,con
ducting breign trade or setting poducer or consumer ipes.
Similar to those & regulaory maiketing boads, which,
while maintaining conti over impots and gports, do not
directly engage in foreign tiade lut contact with pivate
trading companies to agrout the actual opdions.Another
type is the dreign tade oganizaion, which used to be typi
cal of the centlly planned economie$he most commogl
staed objecties of STEs ar piice stdilization, export pro-
motion,income suppdrfor produces, and bod sectity. The
products most commonlregulaed ty these aganizaions
are gains (paticulady whed) and daiy products.

Previous work done & ERS deeloped a lassifcation

scheme thais helpful in undestanding the impact of STEs
on impots or &ports, as well as their potentialdr circunm:
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ventingWTO commitments. The key distinguishing bamac
teristics tha have been défied ae:

« Trade balancds the STE an impoior export-oriented
STE?

» Market regime: To wha extent does the STExert contiol
over a) eports or impots, (b) domestic maeting c)
commodity pocurement and d) pcessing?

« Policy regime: Which policy tools (export subsidiestariff
rate quotassuppl contiols, price suppar, marketing of
imported gods,etc) ar available to the STE.

» Ownesship: Govemment,producer goup,or otherwise;
» Products egulated

Expott-oriented STEs can suért WTO limits on eport sub
sidies though pice pooling andxxessiely disciminatory
pricing. An STE tha engages in prce pooling typicaly pays
produces a pecentae (perhas 80 perent) of the epected
final price on delery. The inal price paid to poduces is a
blended pice based on neererue from all sales in domes
tic and intenaional makets. Pice pooling can makit easi
er for an STE to erage in pice discimination, chaiging
high piices in domestic mkets vhile subsidizing eports.

STEs also h& the adantaye of lowver costs in thedrm of
govemment-baked cedit and lessisk. Dgpending on the
extent of its monopgl on puchasing an &port STE has an
assued suppy of raw product. Een if it is not a e
monopsoy, the availability of low cost-cedit ma give it an
advantaye oser other puchases. It can mak forward sales
at set pices without verrying éout suppf availability at
time of delvery. It thus fices a lover credit lisk than pivate
organizdions. It also hasrgaer freedom to mad export
sales commitments and has anadage in radting long
term agreements with impaing counties.

Import STEs infuence domestic pduction and pcing as
well as impots. Some impdrSTES age the sole impaders of
cettain pioducts; othes influence impats though contact
ing arangements or licensingsome estaish makups br
commodities impded undefTRQs,contol processing and
distribution of impoted gpods,and conduct quality and
sakty inspections. Impting STEs can use their per to
block imports ezen when a malet &ists in the couny,
raise the pce of impoted poducts ly limiting distribution
(kegping impoted poducts out of céain makets) or dis
criminate among supplisrfor political rasons. If a countr
allows an STEs opations to povide impot protection &
levels dove the bound téif rate, it can be consided to be
in violation of its GATT commitments.

3Ackeman,Karen, Praveen Dixit and Mak Simone “State Trading
Entemprises:Their Role inWorld Markets, Agricultural Outlook June
1997/A0-241,Economic Reseah Sevice, United Stées Deaitment of
Agriculture.
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It is by no means the case thal STEs ag violaing WTO
rules in these ays. The poblem is tha without gpod infor-
mation on pices paid ér impoits, makups br sales in
domestic mdeets,and aerage pioducer pices compagd to
average export prices,it is impossilte to judge whether the
rules ae being cicumwented

Do the CEEs Enga ge in State Trading?

According to the bove defnition of stae trading the two
criteria on which to assess theistence of st trading ae:

1) The oganizdion has a speciaight or pivilege.

2) In the eercise of theseights,the oganizdion influences
the level or direction of tade though its tading actiities.

Thete is hadly ary question thaduiing the Commnist
period all the CEEs eraged in st#e trading Virtually all
foreign tade vas caried out ly stae-owvned breign tade
organizdions (FTO), which genenlly had a monopglover
trade in gven commodities. Impts and &ports were con
trolled by the cental ggovemment though etensie use of
non-taiff bariers tha were often non-@nspaent.

After 1989,the monopo} staus of the FDs was dolished
as were most quantitive restictions on tade All firms,
private and stie were gven the ight to engge in foreign
trade and pivate companies o conduct an in&asing
shae of impots and &ports. Mary of the old FDs still
exist, but most no longr hare a monopgl and maw are in
various stges of pivatization.

While none of the CEEayemments contl foreign tiade to
the etent the did bebre 1989 stae trading ly the dove
definition does gist in most of the CEEs. In some cases the
old FTOs and other sta-avned entgorises etain nuch of
their former influence even though the are no longr
monopolies. Often these s#aenteprises eceve bendits
from the stte tha are not @ailable to other irms. In other
cases CEE@/emments hee creded egulaory agencies
responsite for administeing the gvemment intevention
programs.These gencies in most cases meet W&O cii-
teria for stde trading and hee been notiéd (identifed to
theWTO) as stie trading entgorises.While thee is no &i-
dence thathey have been used to cumwentWTO commit
mentsthese gencies hee signifcantly affected domestic

and intenational trade in the CEEs and could be used in this

way. The poblem is thainadequ#e dda and méket infor-
mation male it difficult to detemine the full impact of these
stae trading actiities on impots and &ports.

The Regulator y Ag encies Notified to WTO

By the two ciriteria, the \arious stée intervention @encies
tha have been eshlished in Pland the C2dc Repubic,
Slovakia,and Slaenia since the elgr1990s qualify as
STEs.These gencies intude theAgricultural Market
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Ageng/ (AMA) in Poland the Stée Funds ér Market
Reyuldion in the Cedh and Sleak Repubics, and the
Ageng for Commodity Resees in Sleenia (tdle 4).
These vere ceaed in esponse to the dstic detine in pro-
ducer income thteoccured immedigely following the
beginning of the tansition.Their pincipal wle is to estx
lish and suppdaminimum piices br key commodities and
stabilize piices of other commodities thugh intevention
purchasing However, to suppor minimum piices and eoid
buildup of excessve stoks, they are also irolved in subsi
dized ports. They are also esponsike for allocdion of
domestic quotas to comnuéal firms for intewention pur
chases andxport subsidies.

These gencies a involved in both impads and &ports,
except for Slorenias Ageng for Commodity Resees,
which only deals with impas. All are govemment evned
Through their actiities they can infuence all ur maket
actvities identifed inAckeman et al. (impds and gpotts,
domestic maeeting procurement,and pocessing). But the
do not hae 100 pecent contol over ary of these actities.
The instuments used arguaanteed minimm pices,inter-
vention puchasing and e&port subsidies.

These gencies do not ergge directly in foreign tiade tut
contract with commagial trading companies to undake

imports or ports on their behalfNone of them can be said

to have an &solute monopgl on foreign tiade and none of
them engge in piice pooling But thiough their intevention
purchasing they are heaily involved in domestic mrcure-
ment.The PlishAMA is also involved in ppcessingAll

Table 4--CEE State Trading Agencies as Notified to WTO

these gencies g their \ery naure enjy privileges not
granted to other &ding entities and to thaxtent conbrm
to the deihition of stde trading The pivileges ae for the
most par in the brm of direct ggvemment funding anday-
emment baked cedit. Because of these specialjeges,
the govemments of Bland Slovakia,and the Ced
Repulic have notifed theWTO of the a&istence of st&
trading in their counties.

Hungary maintains it has no satrading Decisions on
agricultural maket supparare made and implementeg b
theAgricultural Maiket Reime, which is an inter
Ministerial committee with epresenttives flom the
Agricultural, Foreign Trade and Fnance Ministres. This
committee maks decision on \els of ppducer suppdrand
subsidizd ports. The actual opetions ae caried out ly
commecial companies selected tugh tendes. The
Hungarians maintain thathis ofice is not a ste trading
enteprise because it is adgemment committee thaloes
not engge in commexial actvities.

Poland’'s AMA was frst estalished in 1991. Its pmary
function d tha time was to sthilize commodity masets
through intevention puchasing—Ilolying up stoks when
prices vere falling and eleasing them b&oonto the maset
when supplies @re tight. Its ole expanded in 1992 hen it
was dven authaity to set guaainteed minimam piices br
whed, rye, and daiy products,which it suppoted thiough
intervention puchasing Since 1992 itsale has gpanded

still further, and it is nav involved in the margement of the

Country STE Owner ship Commaodities Policy instruments
Poland Agricultural Market Agency  |Government Wheat 0 Sets minimum prices
Rye 0 Conducts intervention purchasing
Dairy products 0 Provides credit guarantees to authorized
Pork warehouse purchasing wheat at minimum price
Sugar 0 Provides 45 percent advance payment to
Wool producers who keep their wheat in storage
0 Authorizes subsidized exports
0 Buys and sells for strategic reserve
Czech Republic State Fund for Market Government Food wheat 0 Establishes minimum prices
Regulation Butter 0 Authorizes intervention purchasing on its
Skim milk powder behalf through tenders
Cheese o Administers export subsidies
Malt
Slovakia State Fund for Market Government Food wheat 0 Establishes minimum prices
Regulation Live cattle, Beef, 0 Authorizes intervention purchasing on its
Pork, Dairy products, behalf through tenders
Poultry and eggs, Sugar |0 Administers export subsidies
Potatoes, Starch
Slovenia Agency for Commodity Government Wheat 0 Establishes minimum price
Reserves Sugar 0 Conducts intervention purchasing
0 Authorizes import of duty free quota for wheat
0 Subsidizes sales to flour mills
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strategic reseve and in poviding preferential cedit to gain
produces and varehouses.

Currently, the AMA intervenes in gain makets in the 6l-
lowing ways:

« Direct intewention puchasing using funds pvided by
the stée tudget. This accountedadr 31 pecent of all
intervention puchases in 1995/96.

* Procurement though a netwrk of authorzed warehous
es.The warehouse grees to pwhase vhed at the inter
vention pice and in etum AMA provides guaantees dr
preferential cedit to the varehousesAfter 3 months,
petiod theAMA will pur chase the in & the inteven
tion price plus stoage, interest and handlingrhis
accounteddr 51 pecent of all intevention puchases in
1995/96.

» Advance pgment to selected pduces. Wheda produces
who ae willing to stoe & least 100 kilgrams of vihed
can eceve an adance pgment of 45 pearent of the
intervention pice. The poducer is obged to leae the
grain in stoege for 3 monthsAt the end of thiapeiiod,
the poducer can eitheepay the adance plus intest in
cash,or forfeit 45 pecent of the gain to theAgeng/ and
take ba& the emaining 55 p&ent,which can either be
used ond&m or sold on the open maat. This accounted
for 18 pecent of all intevention puchases in 1995/96.

TheAMA also sets and adminiseminimum piices br
dairy products and caies out intevention puchasing of
pork and sugr. It also peiodically engages in the impdr
and eport of these commodities; some of theerts have
been subsidied It does not dictly engage in trade but
contracts with commaeial companies to car out the tans
actions on its behalfn the edy yeass of its &istencethe
AMA had a substantial shain the breign tade of ceain
commodities. In&cent yars its shag in foreign tade has
been lover, but it still has the authdy to cary out foreign
trade diectly.

The AMA also maintains the sitegic reseves and péodi-
cally buys into or sells fsrm thd reseve. Not onl is the
size of the eseve kept secet, but theAMA also does not
divulge the sie of puchases or salesdm the eseve.

The Czd and Slovak Stae Funds ér Market Regyulation
(SFMR) were creaed on similar objectes as th&MA—to
stabilize piices and maintain pducer incomeBoth opeate
on similar pmciples.They regulae the maket for key com
modities though intevention puchasing or subsided
exports. Neither engges diectly in either domestic pahas
ing or foreign tiade but contact with commaerial compa
nies to act on its behalfhese companieseaselected
through tendes. Impot licenseswith the exception of
imports undefTRQs,are ganted autontially. However,
the Funds hae resticted eport licenses (paiculary for
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whea) in the inteest of leging suficient supplies within
the county. Licensesdr impots undefTRQs ae issued
the Czd customs authdy on a frst-come first-seved
basis.The Impot Licensing Dvision of the Slgak Ministry
of Econony on behalf of the Minisyr of Agriculture allo
caes impots under thdRQs.

The main diference betwen the tw countres is the om-
ber of commoditiesaegulated and the)dent of intevention.
The Czd Repubic only regulaes bod whed and daiy
products:whea through intevention puchasing and dayr
products though subsidied exports. Slovakia intewenes in
a bioader ange of poducts,including gain, live cdtle and
beef pork, dairy products,poultry and ggs, suar, potaoes,
and staeh.

Slovenia. The SlawenianAgeng/ for Commodity Resees
is a paticulary interesting casesince it @peas to hae a
far moe pewasie influence on tde of vhed and sugr
than ay of the @encies desdred &ove. The geng is the
only authoized puchaser of vaed, which it buys d a ety
high mininum piice set ly the govemment. It also con#cts
with commecial firms for the impot of a duty fee quota of
whed. TheAgeng then sells the thed to the four mills &
a pice tha is between the high intexal ptice and the impar
price. Other frms ae free to impot, but must pg the pub
lished taiff rate. Intervention in the sugr maket is quite
similar, except tha purchasing is cared out ly a commer
cial compag tha has a monopglon the Sleenian maket.

State Trading in Romania and Bulgria. Stae trading
takes a diferent form in Romania and Buégia. Neither has
an ageng/ analgous to theAMA in Poland and both gv-
emments hee notiied theWTO thd they have no stée
trading enteprises. Havever, the puchasing anddreign
trade of lmlk commodities in both courds contiies to be
heavily dominded ty stae-ovned companiesnd the gv-
emments hee played a majorale in manipuléing domestic
prices and leels of oreign tade But these actities hare
not geneeted nuch concen among gpotting countres
because their pnary impact has been testict exports
rather than to undeut export makets or impose hiten
import bariers. Moreover, both counties ae in a stée of
acceleated transition.They are under pessue from intena
tional lending institutions to speed up thévgiization
processallow greaer competitionand to allev the non-
viable stde enteprises to be shut dm.

In Romaniathe former Romcegal had a viual monopson
on the pocurement of vhed. Almost all maketed vhed
was puchased B Romceeal d prices thawere baely half
the world level. Romceeal did not engge directly in for-
eign tiade but contolled most stage and the suppland
prices dhamged to potentialxporters. In line 1995,
Romceeal was dismantledPart of it was eorganized as the
National Ageng for Agricultural Pioducts (ANR); the
remainder \as split into seeral commecial companies,
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called Comcezal. These companiesaerventualy to be pi-
vatized, but & the moment most amajoity stae-avned
Furthemore, the functions oANPA are rather boadly
defined to indude puchasing storage, and eseve mange-
ment. In the gar since theeomganizaion, virtually all the
Comceeal companiesamain majaity stae avned and
there does not@pear to hee been apincrease in competi
tion among puthases of whed.

More serously, all the gain silos & Romanias lagest pot
of Constanta & owvned ly a majoity stae ovned compay
Agroexport. The diector of this companhas consideble
power to contol the fow of exports out of the couryr thus
affecting the domestic mieat piice.

This situaion could h&e led to lev-priced eports tha
undecut the vorld maket, especialy in 1995/96 when
Romania had a ked sumplus of dose to 2 million tons. But
because of gremment policies intended to maintaintdéa
supplies of lav-priced bead combined with bottlends in
the local infastucture, the Romanians &re unale to tale
advantaye of their suplus. The cgacity of the pdrof
Constanta &s too lav, and tanspotation was inadequa to
move the gain to the pdr In 1996/97 thex was no
exportable suplus,the esult of a dastic detine in aea
planted and aeqy haish winter

There is no singlegenc in Bulgaria tha can dealy be
identified as a sta trader But much of the puchasing pro-
cessingand breign tiade paticularly of grains,contirues to
be caried out ly companies thaare still majoity stae-
owned These companiegceve benets from the stte tha
are not @ailable to pivate companies.df example after the
1997 havest,the Agricultural Minister made ailable ebout
260 billion leva (US$146 million) ér low interest loans to a
select goup of mills to enble them to pwhase the 1.1 mil
lion tons of vhea tha officials estiméed was necesswifor
the naion’s food supp}. Ministry of Agriculture oficials
have staed tha both stée and pivate mills could aply for
this cedit. Havever, it has hapened thiaall the cedit was
granted to ent@rises in vhich stde avnership was wer 50
percent.These intuded 27 st mills. The lagest,Zameni
Chrani, obtained the highest prirasing quota343,000 tons,
which males it nedly a monopa} on the gain maket.
Bulgaria has notied theWTO tha it has no st trading
enteprises,but these sta mills, paticulaly Zameni Chani,
appear to enjp some of the beniés of stde trades.

But both counies ae on the kink of major hanges.
Romania elected itsrét non-Commnist govemment last
year and the Bulgrian elections held last spg brought an
opposition victoy. Both govemments a& nav committed to
speeding up the miagt reform processmoving much more
rapidly to piivatize ailing stée-ovned frms and to gt the
govemment out of the siness of contlling domestic
prices.The Romanians a pledgd to pivatize all the
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Comceeal companiesand the Bulgrians intend to split up
Zameni Chani and pivatize the ner companies.

Issues f or the Ne xt Round

The key question ér the na&t round of tade ngotiations is
not so nuch the &istence of st& trading in Centl and
Easten Euiope but whether st trading is usedypthese
govemments to ctumwent the commitments made to the
WTO on impot taiiffs and &port subsidies. On the sade it
would gpear thathese st trading institutions a not used
in this way. While high,tariffs imposed f the CEEs do not
exceed the boundyels.As for export subsidiespnly
Hungary has &ceeded its commitmerdnd this cannot be
said to be due to statrading Calculdions ty OECD indicée
that aggregate Poducer Subsi Equivalents (PSEs) thugh

out the CEEs arquite lav relaive toWesten Euope?

Yet, there ae a umber of easons Wy this will be an issue
for the net round For one thingthe defition of stae trad
ing is \egue allowing some gvemments to notify th&/TO
tha they have no stée trading when in fict they do hare
institutions thameet those deria. Another major posblem
is tha these institutions in marcases déct levels of
imports and gports in ways thd are not easyt measued
Pubished taiff rates and PSE calculans based on e
gaps do not tell the hole stoy.

The defnition pr oblem. Hungary, Romaniaand Bulgiria
have all notifed theWTO tha they do not hae stade trading
enteprises.The Hungiians maintain thathe Maket
Regime Ofice is a gvemment gengy of representtives
from thiee diferent Ministies and is not an enteise But it
performs the same functions as the SFMR inv&kia and
the Czct Repulic. At the same time the Huagan
Holstein Beedes Associdion has beenrgnted the xclusive
right to impot bull semen and therae caiges thait regu-
lates the ow of impoits by chaiging a higher pce for
imported poduct than dr domestic But the Hungrians
armgue thathis cant be a stte trader because it is not atsta
owned oganizdion. The Romanians and Bugans main
tain thd enteprises sub as Zaneni Chani orAgroexport
are commetial companies thanjoy exactly the sameights
as ay other commagial compag. Yet these ar stdae-ovned
companies thareceve special pwileges (sub as lav inter
est cedit) which ae not equall available to all.

Impact on trade lesels. The intevention @encies in the
CEEs hae considable influence @er the domestic mket
for key commoditiespatticulary grains.These STEs do not

4The poducer subsiglequialent,or PSE s an agregate measte of the
value of all tansers to poduces of a gven commoditylt has been
defined by ERS as'the level of subsig tha would be necessato com
pensége produces (in tems of income) dr the emoval of govemment po-
grams afecting tha commaodity” (Government Intevention inAgriculture,
MeasuementEvaluation, and Implicdions br Trade Negotiations FAER-
229,U.S. Dept. Agr., Econ. Res. Ser, 1987).
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have a monopgl on either domestic oofeign tade of the
commodities the regulate. However, the funds wailable to
them though the st@ tudget and other special ipileges
they receve gves them a sigrifant adantaje over piivate
trades. This maket paver gves them the potential to vio
late the pinciples of WTO, but it is not ¢ear tha they have
done soThe main poblem is a lak of transpagngy in their
opegtions tha males it dificult to assess thent to
which this mg have hgppened

One poblem is a lak of reliable daa. Oficial Slovenian
taiff rates,for example are right & the bound leels, but it
is dear tha theAgeng/ for Commodity Resees has con
sidemble paver to egulae impots. But the pce dda need
ed to calculte the tue taiff equivalent of its actiities ae
not available, and Sleenian economists complain ththe
actwities of theAgeng are not & all transpaent. Likewise,
chamges thathe Hun@ran Holstein Beedes Associdion
engages in pice discimination ae onl heasay. The daa
needed to suppbor refute sub chaiges ae not aailable.

According to OECD calcutions of PSEsthe impact of the
Czech and Sleak Funds on Wwed prices has been minimal
(PSEs & nayative), even though thealume of vhea exports
subsidized ly the Funds has been substantial in soazsy
(table 5). The Fundsinfluence on dayr makets is nuch moe
evident,however. In most yass, for exkample the Slavak Fund
has accounteaf two-thirds or moe of tha county’s exports
of cheeseskim milk pavder, and tutter, and PSEs calcuied
by OECD pr these commoditiesarelatively high (39 per
cent br the Cech Repubic, 49 pecent in Slwakia).

In genenl, the SFMRs hee a considable role in detemin-
ing the quantities thare impoted or &ported They have
been the gencies theimposed gport bans (especiallof
grains) when thee were shotfalls. Hovever, export bans,
while they distott the domestic méet, are not of nuch con
cem to major &porting naions, since if aything they cre-
ate moe oppotunities br export. The gencies’influence
on impot levels is less dact,sinceWTO prohibits quanti
tative restictions on impats. But their egulaion of the
domestic maeet does déct the lgel of impots.

Table 5--Subsidized Exports of State-traded Commaodities:
The Czech Republic, Poland and the Slovak Republic, 1995

Country/Commodity Czech Republic Poland Slovak Republic
1,000 tons
Beef 22.8 0.7 0.2
Cereds 1,274.4 0.0 0.0
Malt 205.4 0.0 94.3
Milk powder 70.3 0.0 7.1
Other dairy products 80.1 0.0 6.5
Pork 17 0.0 0.0
Poultry and eggs 12.8 0.0 0.1
Starch 3.4 0.0 0.0
Sugar, sugar confectionery 95.8 0.0 0.2

Source: Countries' notifications to the World Trade Organization
Committee on Agriculture.
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The RPlishAMA engages in breign tade to a lessextent
than the SFMRs. Huever, it is authoized to engge in for-
eign tmade and will gport stodks thd cannot be sold on the
domestic mdeet, often d a loss. But it is notlear whether
these gports ae induded in Plands oficial reports of
export subsidies. & example eaty in 1997 theAMA pur-
chased 109,000 tons of oiOf tha, 69,000 tons wre
released onto the domestic Iketrlaer in the war and an
undisdosed amount as &ported primarily to the rmer
Soviet Union. TheAMA did not export directly, but con
tracted with a amber of frms to act on its behaln offi-
cial of theAMA said tha most of this pdc was &ported d
a loss but maintained thathis did not constitute arxport
subsig because no gaent vas made to thexporting
companies. It is difcult to detemine the &tent to vhich
theseAMA pork exports were subsidied The wolume of
AMA expotts is knavn, but it is moe difficult to detemine
the pices & which the pok was eported

The full impact of thlAMA on Polands domestic and inter
naional trade is futher obscued ty the fact tha theAMA

is responsite for both intevention puchasing and tying
and selling ér the stategic reseve. This dual esponsibility
credes considable potential ér confict of interest. These
are two separate functionsand both actities can dfect the
mairket, but the tansactions on behalf of theatagic

reseve ae a stée secet.

Finally, the fact tha levels of maket pice supparcalculaed
by OECD ae geneally low can be misleadingdECD calcu
lates maket piice supparbased on theap between domes
tic prices and a wid reference pice. One olious poblem
is the doice of a eference pice. But learing thd issue
aside there is a moe fundamental pblem with this method
In a tansition economthere ae two basic &ctors thd con
tribute to a pice gp. One is the asté intewention meas@s
taken by govemments—pice suppais, export subsidiestar-
iffs, etc But anotherdctor is thamost of the counies still
suffer from seious bottleneks in the pocessing and dish-
ution sectarand the dect of these bottlenks is to deress
producer pices.Without ary overt govemment suppar
these institutionaligidities would result in pices well belov
the world level. Thus it can eagilbe the case th#éhe impact
of very high osert govemment suppdrcan be hiden in a
calculaion of maket piice supparbased on a fme gp.

The infuence of the STEs couldame as pvate makets
become better deloped although aguably, their very
existence is slwing dowvn the deelopment of those mar
kets. But ultiméely, the life of these gencies in their cur
rent form is constained ly these counies’impending
accession to the Eopean UnionWith EU membeship,
these gencies will not belale to opeate in the vay they
now do, but will likely become puwthasing gents br the
European Commission.
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